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I’m sure you can agree: 


Price action trading helps you to better time your entries & exits —without relying on indicators, 
news, or opinions. 


Awesome! 


But the problem is, there's so much information out there (like candlestick patterns, chart 
patterns, trendlines, support & resistance, etc.) which makes it difficult to piece the puzzle 
together. 


Where do you start? 

What should you look for? 

How you make sense out of everything? 

Well, the good news is... 

When it comes to price action trading, less is more. 


And after years of trading and experimenting, it turns out there are only 6 things that matter 
when it comes to price action trading—and you can ignore 90% of everything else. 


Do you want to know more? 


Then let's start with #1... 


#1: MARKET STRUCTURE 


The first thing a price action trader must learn is, market structure. 


Because if you don't understand it, then a chart won't make any sense to you—and you won't 
know when to buy, sell, or stay out of the markets. 


But if you do understand market structure, then a world of opportunities unfolds before your 
eyes. 


So, what is market structure? 


It's a framework to categorize the stages of the market so you know what to do in different 
market conditions. 


In other words, market structure tells you what to do, whether you should be buying, selling, or 
staying out of the markets. 
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Moving on... 
Market structure can be broken down into 4 stages: 
1. Accumulation stage 
2. Advancing stage 
3. Distribution stage 
4. Declining stage 
Let me explain... 
Accumulation stage 
The accumulation stage looks like a range market—in a downtrend. 
Here’s what | mean: 
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Now, there are 2 reasons which contribute to the accumulation stage. 


Bullish traders 


As the price moves lower, bullish traders will buy as the price is "too low"— which puts buying 
pressure in the market. 
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Bearish traders 


At the same time, there are still bearish traders entering the market hoping the trend will 
continue. 


Now... 


When you combine both buying and selling pressure, you get in equilibrium in the market 
(otherwise known as a range market). 


Just because the market is in an accumulation stage doesn't mean it will breakout higher — 
there's also a possibility it could break down lower. 


So, if you're bearish in an accumulation stage, then you can look for selling opportunities at 
resistance. 


Or if you're bullish, then you can look for buying opportunities at support or when the price 
breaks above resistance. When that happens, that's when we move onto the next stage... 


Advancing stage 
The advancing stage is an uptrend —with a series of higher highs and lows. 
At this stage, most traders can recognize the trend and are looking for buying opportunities. 


Here's an example: 


However, no market goes up all the time. 


Eventually, it'll start to show signs of weakness and that's when we move onto the next stage... 
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Distribution stage 
The distribution stage looks like a range market—in an uptrend. 


Here's what | mean... 


li | i Distribution Stage 


Now, there are 2 reasons which contribute to the distribution stage. 
Bearish traders 


As the price moves higher, bearish traders will short the market as the price is "too high" — 
which puts selling pressure in the market. 


Bullish traders 


At the same time, there are still bullish traders entering the market hoping the trend will 
continue. 


Now... 


When you combine both buying and selling pressure, you get in equilibrium in the market 
(otherwise known as a range market). 


However, if the price breaks below the lows of the range, that's when we enter the last stage... 
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Declining stage 
The declining stage is a downtrend—with a series of lower highs and lows. 
At this stage, most traders can recognize the trend and are looking for selling opportunities. 


Here's an example: 
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Declining Stage ; 


However, no market goes down all the time. 


Eventually, it starts to show signs of strength and that’s when we move back to stage 1 (the 
accumulation stage). 


Moving on... 
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#2: AREA OF VALUE 


At this point: 


You've learned how market structure gives you a framework so you'll know whether to buy, 
sell, or stay out of the markets. 


So now the question is, where do you buy and sell? 
Well, that's what we'll cover in this section. 

Let's get started... 

So what is an area of value? 


An area of value refers to an area on your chart where potential buying/selling pressure could 
step in. 


It could be things like: 
e Support and Resistance 
e Moving average 
e Etc. 


Let me explain... 
Support and Resistance 


So, what is support & resistance? 
Support — an area of value as potential buying pressure could step in and push the price higher. 


Resistance — an area of value where potential selling pressure could step in and push the price 
lower. 
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Here's an example... 


If you want to learn more, then go read The Support and Resistance Trading Strategy Guide. 
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Moving average 


Moving average is an indicator that averages the historical prices on the chart. 


And in a trending market, the price might respect the moving average as it finds potential 
buying (or selling) pressure— which acts as an area of value. 


Here's an example: 
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Clearly, looking for buying opportunities as the price retraces towards the moving average isn't 
a bad idea. 


Now, bear in mind an area of value doesn't mean just support & resistance or moving average 
because it could also extend to things like trendline, trend channel, etc. 


Cool? 


Then let's move on... 
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#3: ENTRY TRIGGER 


Quick recap: 
Market structure tells you what to do (whether to buy, sell, or stay out of the markets). 
Area of value tells you where to buy and sell. 
And now the question is... 
When do you enter a trade? 
Well, that’s the purpose of an entry trigger... to tell you when exactly to enter a trade. 
So here are 2 techniques you can use: 
e Break of structure 
e False break 


Let me explain... 


Break of structure 


The break of structure is a reversal price action pattern which allows you to enter the start of a 
new trend—with low risk. 


Here’s what to look for: 


1. An uptrend approaching resistance which can be seen on the higher timeframe (you 
want the resistance area to attract attention from the sellers on the higher timeframe) 


2. The price fails to make a higher high but instead, made a lower high (this gives us a 
reference point to set our stop loss) 


3. Go short on the break of swing low or support 


(And vice versa for a long trade) 
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Here's an example: 
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False break 
The false break is a reversal price action pattern which allows you to buy low and sell high. 
Here’s how it works... 

1. Look for a strong bullish momentum into resistance (the bigger the candles, the better) 


2. Letthe price take out the extreme highs of resistance (so that more traders will buy the 
breakout) 


3. Wait for the false break pattern where the price makes a sudden reversal and closes 
below resistance 


4. Go short on the next candle's open 


(And vice versa for a long trade) 
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False break at the highs s» 
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#4: STOP LOSS 


At this point: 


We've covered your trading setup which includes market structure, area of value, and entry 
trigger. 


But here’s the thing: 


The best trading setup could still result in a loser. That’s why it’s matter to know when to get 
out of your trade before things get worst. 


And that’s the purpose of your stop loss, to protect your trading account so you don’t lose 
everything on one trade. 


So now the question is: 
Where do you put your stop loss? 
Simple. 


Your stop loss should be at a level where if reached, will invalidate (or “destroy”) your trading 
setup. 


Let me explain... 


If you buy at support, expecting buying pressure to step in and push the price higher, then your 
stop loss should go below support. 


After all, if the price breaks below support, then it means your original hypothesis is wrong and 
you should get out of the trade. 


So now the question is, do you place your stop loss smack under support or give it some buffer? 
My preference is to give it a buffer of 1 ATR below support to prevent stop hunting. 
Here’s how to do it: 

1. Identify the lowest low at support 

2. Identify the current ATR value 


3. Take the lowest price point of support and subtract by the current ATR value—that’s 
your stop loss 
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Here's what | mean: 
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Now, you can apply this concept not just to support & resistance but to any form of area of 
value. 


Here’s a moving average example... 


If you buy near a moving average, expecting buying pressure to step in, then your stop loss 
should be below the moving average. 


Because if the price breaks below it, it means the moving average is no longer “respected” and 
your trading setup is invalidated. 
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Here's what | mean... 
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Clear? 


Onward... 
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#5: HIGHER TIMEFRAME MARKET STRUCTURE 


At this point: 

We've covered your trading setup which includes your entry and stop loss. 
Next, let's talk about the higher timeframe market structure. 

Why? 


Because it gives you an idea to whether you should hold your winners longer, or just capture 
one swing in the markets. 


Trading against the higher timeframe trend 
Let's say you went short on the 4-hour timeframe and you're sitting on profits. 
However, on the daily timeframe, the market is in an uptrend. 
So, what should you do? 
1. Hold onto your short trade with the hopes the market continues in your favour 
2. Exit your short trade at the nearest swing low as the market might reverse against you 
Now, there's no right or wrong here. 


But for me, l'd want to exit my trade at the nearest swing low as the market could reverse 
higher and continue its uptrend (on the daily timeframe). 


Now, let's flip the scenario around... 
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Trading in the direction of the higher timeframe trend 
Let's say you went long on the 4-hour timeframe and the market quickly moves in your favour. 
At the same time, the daily timeframe is also in an uptrend. 
So, what do you do? 
1. Hold your long trade with the hopes the market continues in your favour 
2. Exit your trade at the nearest swing high as the market might reverse against you 


In this case, l'd want to continue holding my long trade as the higher timeframe is also working 
in my favour. 


Now when | say "continue holding”, | don’t mean buy and hold forever. Instead, it's to trail my 
stop loss so | could ride the trend if the market continues in my direction. 


Low volatility on the higher timeframe 
Here's the thing: 


The market moves in volatility cycle—from a low period of volatility to high volatility, and vice 
versa. 


This means if the market is in a low volatility environment, it's a sign the market is about to 
make a big move (and you want to be prepared for it). 


Here's an example... 
Let's say you went long on the 4-hour timeframe and the market quickly moves in your favour. 


Also, you noticed the daily timeframe has formed a buildup, a low volatility price pattern which 
looks like a "squeeze". 


So, what do you do? 
1. Hold your trade with the hopes that if volatility expands, it does so in your favour 
2. Exit your trade at the nearest swing high as the market might reverse against you 
3. I don't know 


For me, l'd hold my trade because there's a huge profit potential if volatility expands in my 
favour. 
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Here's an example... 


AUD/CAD buildup on the daily timeframe: 
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AUD/CAD false break on the 4-hour timeframe: 
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As you can see... 


There's a false break setup on the 4-hour timeframe, after which, the price moved in your 
favour. 
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At this point, you might want to take profits at the nearest swing high as potential selling 
pressure could be lurking there—which | agree. 


Still, looking at the daily timeframe, you’d realize the market has formed a buildup (as volatility 
has contracted)—which is a sign a big move could occur soon. 


So, how do you balance between the two? 


For me, l'd like to take 50% of my profits at the nearest swing high. So, if the market does 
reverse from it, at least I’ve got something in the bank. 


Next, l'd hold the remaining of my position and see if the price could break out of the swing 
high. If it does, | will ride the trend until my trailing stop loss is hit. 
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CONCLUSION 


So here's what you've learned: 
e Market structure tells you what to do— whether to buy, sell, or stay out of the markets 


e Area of value helps you determine where to buy or sell (things like support & resistance, 
moving average, etc.) 


e Entry trigger tells you when exactly to buy or sell using a specific price pattern (things 
like price rejection, candlestick patterns, etc.) 


e Your stop loss should be at a level where if reached will invalidate your trading setup (or 
when your area of value is "destroyed") 


e The higher timeframe trend helps you decide whether to capture a swing or ride a trend. 
Look to capture a swing if you're against it, and ride a trend if you're with it 


e If the higher timeframe is in a low volatility environment, then hold a portion of your 
position as you could catch a big move if volatility expands in your favour 
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